By JOHN T. WOODWARD

Investment Proframs and
Sales Expectations for 1973

BUSINEESMEN expect. to spend
$100.6 billion for new plant and equip-
ment in 1973, 13.8 percent more than in
1972, according to the survey conducted
in late January and February by the
Bureau of Economic Analysis, Actual
increases were 8.9 percent in 1972 and
1.9 percent in 1971 ! (table 1).
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Capital expenditures in the fourth
quarter of 1972 were at a seasonally
adjusted annual rate of $81.9 billion,
5 percent above the third quarter,
Outlays are expected to rise 5% percent
in the first quarter of 1973 o an annual
rate of $96.7 billion, and 3} percent in
the second quarter to a rate of $100.1
billion, Outlays are projecied to average
$102.6 billion in the second half of the
year, up 2% percent from the second
quarter rate. If the quarterly expansion
is smooth in the second half, this sug-
gests an average rise of 1% percent for
the third and fourth quarters,

The 1973 expansion of capital spend-
ing programs is accompanied by wide-
spread expectations of sales advances.
The sales increases expected for this
year are larger than those expected for
1972 in the survey taken a year ago,
but they are somewhat smaller than the
advances actually achieved in 1972
(table 2), Manufacturers' sales are
expected to rise 9% percent in 1973,
compared with a 12 percent advance in
1972. Durable goods producers look for
an 11 percent rise this year compared
with an actual increase of 14 percent
in 1872, Nondurables producers expect
an 8 percent rise in 1973 compared with
10 percent last year, Trade firms expect
sales to rise 7% percent this year follow-
ing a gain of 10% percent in 1972, and
public utility firms expect a rise of 94
percent this year compared with 11
percent in 1972,

1. The expestations figures have bean ndjmsisd for sysio.
mntlc binses (feotnote 2, tahle 9). Before such ad]ustment,
1074 expanditures wers expected to be $100.13 billon for all
Irddinstries, 838,67 hilllon fer mantfnetudng and 86147 billion
for nonmanifacturing. The adjustments wero applied sopa-
rately toeach mmjor ind istry; thelr net ¢ffect was to lower the

manufactoring tetal by 3188 billlon and ralse the nem-
manufacturing total by $2.14 billion.

Realization of 1972 programs

In the successive quarterly surveys of
1972 investment programs, business-
men generally revised their spending
projections downward. The largest
revisions occurred relative to the one-
quarter-ahead projections for the sec-
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ond and third guarters of the year; in
these quarters, actual spending was
lower than expectations by 4 and 3
pereent, respectively,

The actual spending increase of 9
percent for the full year 1972 compared
with an expectation early last year of
10% percent. The downward revision

Table 2 —Rusiness Sales, Annual Percent
Changes 1971-73
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Table 3.—Percentage of Sample Firms in Manufacturing Re
F-quiprnﬂnt Expenditures From Year-Earlier Quarter:
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occurred in manufacturing; as a group,
nonmanufacturing industries held to
their initial expectation.

The pattern of revisions in manufac-
turing was mixed, The rubber, textile,
eleetrical machinery, transportation,
and stone-clay-glass industries spent
more last year than they had projected
in the February 1972 survey. These
upward revisions were more than offset
by ecutbacks for the nonelectrical ma-
chinery, food-beverage, paper, petro-
leum, and “other durables" industries.

Among the nonmanufacturing in-
dustries, sizable downward revisions
by "other transportation,” gas utility,
and communications firms were offset
by higher-than-expected outlays by
mining, railroad, air transportation,
and commereial firms.

Manufacturing programs

Capital spending in manufacturing
inereased 8.6 percent from the third
quarter of 1972 to the fourth. Thiz was
lurger than the increase expected at the
time of the November survey——6.4
percent—and was the first strong
quarter-to-quarter advance for manu-
facturing sinee the third quarter of
1969 when outlays rose 6.1 percent.
Both durable and nondurable goods
industries contributed to the fourth
quarter surge in outlays.
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The pervasiveness of the fourth
guarter expansion in manufacturing
outlays is evident from table 3, Outlays
reported by each company in the survey
sample in each quarter of 1072 were
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Table 4—Petroleum Industry Expeaditures
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Actual end Expected 1971-15
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matched with the outlays reported in
the comparable yeer-earhier guarter,
In the fourth quarter, 58 percant of the
companies reported over-the-year in-
creases in ewpenditures compared with
54 pereent in the third quarter; in the
initinl quorter of 1972, only 49 pereent
of the sample firms reported over-the-
year inereases in sxpenditures.
Investment by monufactoring in-
dustriea for the full year 1973 is ax-
pectad fo totol $37.0 billion, 18 pereent
more than lnst year. Duroble goods
preducers ore scheduling o 20 percent
ndvonce snd nondurable goods com-
panies expect n 16 percent gain. All
major manufacturing industry groups
sxcept textiles except investment to be
higher in 1973 than last year. The
Inxgest expected percentage goins pre in

Mareh 1972

the nonfetrous metal, rabber, and
paper industries. The chemical wod
peicolsum industries, which together
nceount for more than bhalf of invest-
ment spending by nondurobles pro-
ducers, slso expect large geins this
¥year, following little change in 1872
ond 1971, The projected edvonce in
petrolaum ouflays this yeor is centered
in prodiction and refining activities
{tabla 4),

The 1973 investrent odvence in
manufacturiog is concentrated in the
first holf of the year, Monufecturers
pxpoci o 13-percent gain from the
second holf of 1972 to the fivet half of
1973 with rowghly the sayme rise for
durables and nondurables separatsly.
In the second half of 1973, manufac-
tatrars expect oiltlays to be up 2% per-
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cent from the first half, with a 4}
percent rise for durable goods firms
and barely any change for nondurables.
Among manufacturing industries, only
the motor vehicle, stone-clay-glass, and
chemical industries project a larger
increase in capital spending in the
gocond hall of 1973 than in the firat
half.

The strength in manufacturing out-
lays in the latter part of last year and
the first half of 1973 appears to reflect
a variety of factors. The vigorous ex-
pansion of the economy has resulted in
a rise in the rate of capacity utilization.
(The Federal Reserve series on capacity
utilization rose about 5-percentage
points during 1672.) Investment was
encouraged by the liberalized deprecia-
tion rules adopted in mid-1971 and the
investment tax credit enacted near the
end of that year, Data from industry
sources and private surveys suggest
that a substantial amount of spending
by some industries—e.g.,, nonferrous
metal and paper—is connected with
pollution control requirements; the
latter two industries project 1973 capi-
tal spending advances of 39 and 25
percent, respectively. The sharp in-
crease in 1973 outlays by the rubber
industry (38 percent) appears to be in
large part a result of the expanding
market for radial-ply automobile tires.

Manufacturers® starts and carryover
of investment profects and evaluation

of capacity

The value of new investment projects
started by manufacturers rose 5 percent
(seasonally adjusted) from the third
quarter of 1972 to the fourth ; starts had
risen substantially in the preceding 2
quarters as well (table 5). Starts by
durable goods producers increased 11
percent in the fourth quarter, but starts
in nondurable goods manufacturing as a
whole showed no change. Sizable gains
in starts were reported by the transpor-
tation equipment, stone-clay-glass, and
paper industries,

The value of new projects started by
manufacturing  companies  exceeded
their capital expenditures in the fourth
quarter, resulting in an inerease in
carryover—the amounts still to be
spent on plant and equipment projects
already underway. Manufacturers' sea-
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sonally adjusted carryvover totaled $24.5
billion at the end of December, up T4
percent from September 30 and 24 per-
cent from the end of 1971,

During the fourth guarter, manu-
facturers reported further tightening in
the adequacy of their plant and equip-
ment facilities, taking account of pro-
spective sales over the next 12 months.
Companies owning 40 percent of total
fixed assets in manufacturing reported
that their facilities as of December 31
were inadequate, compared with 37
percent as of September 30 and 33 per-
cent at June 30 (table 8). The “more
neaded” percentage rose for both dur-
able and nondurable goods industries,
but the rise was more pronounced for
nondurables.

Facilities viewed as about adequate
declined to 55 percent of manufacturers’
fixed assets as of December 31 from 57
percent at the end of September. Com-
panies reporting facilities in excess of
needs accounted for 5 percent of fixed
assets at December 31, a small decline
from September 30.

Nonmanufacturing programs

Nonmanufacturing industries reported
capital expenditures at a seasonally
adjusted annual rate of $58.3 billion in
the fourth quarter of 1972, a rise of 3
percent from the third quarter; this was
substantially smaller than the 8%-per-
cent gain reported by manufacturers. In
the MNovember survey, nonmanufac-
turing firms had projected a fourth
quarter rise of 5 percent. The rate of
spending by nonmanufacturing indus-
tries is expected to rise to $60.8 billion
in the first quarter of 1973 and $63.0
billion in the second guarter; they pro-
ject a further increase to a rate of $65.2
billion for the final half of this year in
contrast to the flattening of manufac-
turing outlays.

For the full year 1973, nonmanufac-
turing industries as a group project a
spending increase of about 11} percent,
the same as last wyear's rise. Publie
utilities eontinue to project strong
gpending growth. They plan an increase
of 164 percent in 1973, to a total of
£19.8 billion, with gas companies expact-
ing & slightly larger percentage gain
than electric companies. During the
period from 1963 to 1973, total outlays

19

by electric companies have increased at
a compound annual rate of 16} percent,
far exceeding the growth of any other
major industry. According to Eleetrical
World magazine, 58 percent of expected
1073 eapital gpending by electric
utilities iz scheduled for generating
facilities compared with about 35 per-
cent for this purpose 10 years ago. Starts
of new projects by utilities in the fourth
quarter of 1972 reached a record $9.3
billion and the carryover of funds yet
to be expended increased $4.9 billion in
in the quarter to total $43.1 billion at
yearend.

Communications firms also expect a
sizable expansion this year—13 per-
cent, as compared with a 10%-percent
increase last year,

Railroads expect to cut spending 7
percent in 1973 following a 7l-percent
pain last year. The decline reflects
lower expenditures for new equipment;
investment in roadbed is scheduled to
rise somewhat this year. Spending by
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Table 6.~Manuafacturers’ Evaluation of Their Capacity

(Parrank distripotfon of gross capital xxets 1]
— = —
un s
Jano ) | Bopt. 30 | Do il [ Mar il | Fprad | Beph 30 | D 81
Diors Wt and sl pievint Beagel
All BB NI o eees v r = e rr e N i n a E ) i) i
Dyrshle posdI k. ... crreerrr e e e a5 - ] ] H k| H 13
P . L] a1 ] ] k-]
hﬂm mmm L. - E %"l} i o -] ] 40
Nondurabio Bo0ds .. ... e e e an Fl3 »n = F 5 10 £ )
rramsrrm—rm————— H | 3 ] S
W kb - ﬁ ?lg 48 4 45 i i
P T . - ] 5 L] £l 40 40 H
AN ddonon bet
F g T T &l 1] [ ] a2 [ ] & .1
Dutathe poodad.. .. ] 1] BL o m ] ]
F matals b ) ] o) 0 1] i ]
lﬁﬁm d smrrmsissmmammsassamsan L] ] i -] | [ 7]
Wordurabh go0dh F. .. cec e nea e 1] -] ] w ] -] L]
Food Inelnaing batwris . . e me e er e nna o ) ET) o ) ] -]
thlmiml..E.m..... rmrmsmrmEmsmcsmmases 5 45 ) ] a [ ]
. . [ &8 ]} o o 1] ]
Ersiloy piupt and seaipmard meswdd naaids:
Al mannfssioring, ) i 1] T 1 L] B
Dripenhie goods 1.__.. 12 10 1] 1 i 10 q
gl i1 T T T T 1 b | h N 1B ] bl ]
mium L [} ] ] 11 B B T L]
Noodnrshle gosdg b _ o oceee i L] 7 T ] ] z z
Food Inaisdine haversgs. . .cocoeemeno - 12 ¢ ] 1n n ) i
Ohamieql. ........... 1 1 ] [ z 2 z
Hﬁmln. ] 0 ] 1] ) [ 1]

- Aowpeding to respeondant compondes’ sharaotodcoation
:nn:nt. annd mwtzeuvonhm ::r e noxt 12 otk '
1. Iprlndes mdypiriza ok sbowtl Npambaly .

ol Melr phaut aod squirweul ireifties, laklog into sooound thelr

3. Inslipies meshinery, travaporiation squipuent, aed fwbeieacsd metals indnstried,
Bonres: 1.5, Departoant of Qoomcares, Horeg of Eemomba Anslysh,

girlines, which surged 31 percent to a
regord level lust yeor, is expected to
drop about 8 percent this year.

The ‘‘commercia) and other"” group—
trade, services, construstion, finance,
and insurance—expects & 10-percent
incresse in expenditures this year, about
the same ns the pain lask year. All
component industry groups sxcept con-
strzetion plan increnses this year.

Charges in prices of capitol goods and
aof sxles

The survey of plant and equipment.
expenditures conducted by BEA in

late November and December of 1072
again insluded an inguiry on ahangas in
pricee of eopital goods and of salas.t
Resulés now svailable indicate that
plont and equipment prines rosa 5.7
parcent in 1972 in the year-sariiey
purvey, expectationz were for ao 5.1
percent rise in 1972 (table 7). Expectn-
tions reported for 1973 are for a rise
in plant and squipment prices of 5.4
[ercant.

Manufacturers reported thot their
selling pricez rose 2.8 percent im 1972,
less than the 2.5-pereent rise expectad
in the year-earlier survey (table 8).
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